Introduction to economic evaluation
Relevance?
Resources are scarce -so we have to think carefully about how we use them Outcomes are fundamentally important but also often rather elusive -so what outcomes are we trying to achieve? … And how best can we achieve them?
And this scarcity and these issues are relevant across all social care (and wider) fields
Why is economics relevant?
When decision makers make choices If an intervention is more effective and also more costly, then calculate the cost per unit gain in effectiveness.
So we first need to calculate the cost-effectiveness ratio, which is … ICER = (C 2 -C 1 )
(E 2 -E 1 )
= the cost of achieving an incremental improvement in an outcome measure
With the ICER we then have the following options:
Show the decision-maker the cost-effectiveness of different ways to spend their money and get them to choose
Or ask them how much they are willing to pay
Or set a threshold, rigidly or as a guide (cf. NICE)
But then we need some way to compare across different 'areas' (e.g. across different need groups)
Hence QALYs in health; and ASCOT in social care. 
Types of economic evaluations

A method that can combat some of the challenges of trial-based economic evaluations
Instead of collecting new data over time … 1. Use previous studies and routine data collections to simulate the impacts of an intervention.
2.
Trace 'pathways' through a care system or a life-course 3. Estimate the associated outcomes and costs
Steps
year
Simple decision tree: suitable to model a limited number of events which happen in a short time period with no continuous risk (= follow-on events)
Parameters:
• Probability of fall for an 'average' person who received/ did not receive falls prevention • Cost of the falls prevention intervention • Consequences: Quality-of-life, resource implications of a fall (e.g. average cost of treating a fall)
Decision tree
Parameters:
• Transition probabilities 
Additional challenges in social care
Which of the following are outcomes?
• 
